ABSTRACT
INTRODUCTION
The possibility to obtain profits on the capital markets by exploiting knowledge about the past evolutions of stocks is one of the main controversial subjects of the financial literature. One of the main principles of Efficient Market Hypothesis (EMH) stipulates that it is not possible to build successful investment strategies based on the past values of the financial assets (Fama (1991) ). Among the arguments used to contest EMH there were theories about momentum and contrarian strategies in which the past performances played a major role. A momentum strategy is based on the investors' expectations that the present ascendant and descendent trends of stock prices will continue for a specific horizon. Such investors will buy the past winner stocks and they sell the past loser stocks (Chan et al., (1996) ; Hong et al., (1999) ; Jegadeesh and Titman (2001) ; Yu and Chen (2011)) . A contrarian strategy presumes that the present trends, ascendant or descendent, could not continue for long time and they have to go to reversal. In these circumstances, an investor could take advantages by buying the past loser stocks and selling the past winner stocks (Chan (1988) ; Lakonishok et al., (1994) ; Conrad et al., (1997) ; Daniel et al., (1997) ).
On short terms, momentum and contrarian strategies could be analyzed in the framework of the stock prices reactions to positive or negative shocks. Usually, the positive shocks are caused by unexpected and extreme good news, while the negative shocks are generated by unexpected and extreme bad news. Besides EMH, there are two main hypotheses on the stock prices reactions to shocks: Overreaction Hypothesis (OH) or Underreaction Hypothesis (UH). OH describes exaggerated initial reactions to shocks in which the investors rush to sell stocks when negative shocks occur or to buy stocks when positive shocks arrive. They correct such overreactions lately by reversal behaviors (DeBondt and Thaler (1985) ). These overreactions generate opportunities for contrarian profits (Atkins and Dyl (1990) ; Jegadeesh and Titman (1995) ). UH presents delayed initial reactions to shocks in which investors wait to see the future developments before they decide to buy or sell stocks. After they become aware about the amplitude of the shocks they correct such underreactions by reversal behaviors (Jegadeesh and Titman (1993) ). Underreactions to shocks could be fructified by momentum strategies (Rouwenhorst (1998); Hong et al. (2000) ; Lee and Swaminathan (2000) ; Hameed and Kusnadi (2002) ; Chui et al., 2005) .
Empirical researches revealed some particularities of investors' behaviors in the context of shocks on the capital markets. There were identified significant differences between the investors from developed and from emerging markets (Harvey (1995) ; Schnusenberg and Madura (2001) ; Forner and Marhouenda (2003) ; Antoniou et al., 2006; Dumitriu et al., 2012; Elsayeda (2012) ). Some papers discovered changes induced by turbulences on the financial markets (Chui et al., 2000; Lasfer et al., 2003; . The firm size could also play a major role in the reactions to shocks (Zarowin (1990) ).
In this paper we approach the opportunities of momentum and contrarian profits on the Bucharest Stock Exchange (BSE) before and during the global crisis. Beginning with 2005, the success of economic reforms and the recovery of the national economy attracted foreign capitals which generated a significant increase of the stock prices. The ascendant trend of BSE was amplified by Romania's adhesion to European Union. However, since September 2008, the effects of the global crisis caused turbulences on the Romanian financial markets. We investigate the short term momentum and contrarian profits based on the reactions to shocks.
The rest of the paper is organized as it follows: the second part describes the data and methodology employed in our investigation, the third part presents the empirical results and the fourth part concludes.
DATA AND METHODOLOGY
We analyze the opportunities for momentum and contrarian profits by employing daily closing values of the main indexes from the two components of BSE: BET, where there are listed all the big Romanian companies, and RASDAQ, where there are listed smaller firms. We use the main five indexes of the BET market:
-BET, that describes the price movement of the most liquid 10 companies listed on the BVB regulated market; -BET-C, which reflects the evolution of all the big companies listed on BSE, excepting the investment funds (SIFs); -BET-FI, that expresses the price movement of the investment funds (SIFs); -BET-XT, which reflects the evolution of the most liquid 25 shares traded on the BSE, including SIFs; -BET-NG, that expresses the evolution of companies which have the main business activity located in the energy sector and the related utilities.
We also use three main indexes of RASDAQ market: -RASDAQ-C (RAQ-C), which reflects the prices evolution of all the stocks, traded on RASDAQ market; -RAQ-I, that expresses the prices of the stocks listed on the First Category of Excellence on RASDAQ market; -RAQ-II, which describes the prices of the stocks listed on the Second Category of Excellence on RASDAQ market.
For these indexes we employ a sample of data, provided by BSE, for the period January 2005 -May 2011, excepting for BET-XT and BET-NG which were introduced in January 2007. We split this sample into two sub-samples: before and after 15 th of September 2008 (the day when it was announced the bankruptcy of Lehman Brothers).
For each index i we calculate the raw return (r i,t ) applying the formula:
where P i,t and P i,t-1 are the closing prices of index i on the days t and t-1, respectively.
For any trading day t we determine the extrapolated indexes returns based on the trend of the values from the previous n trading days (in this paper we estimate the trends with additive models of time series). We identify shocks by comparing these expected values with the effective raw returns. As a measure to reveal the significant differences we calculate, for a period of N past trading days, a value ((DIF(r i,t,N )) given by the formula:
where N is the length of the period of the past values taking into consideration, r i,k is the raw return of index i for a day k previous to the day t and EV(r i,n,k ) is the extrapolated value of r i,k estimated based on the values from previous n day (it is obviously that DIF(r i,t,N ) is calculated similar to a standard deviation if we consider the extrapolated value as a mean).
We consider that a positive shock occurs in a day t + if the following condition is satisfied:
r , is the return of the index i from the day t + and EV(r i,n,t ) is the extrapolated value of the raw return of index i in the trading day t, estimated based on the values from previous n day.
We also consider that a negative shock occurs in a day t -if the following condition is satisfied:
r , is the return of the index i from the day t -.
We choose the length of the period of time by which we determine the expected values of returns as n=36 and the length of the period of time by which we calculate DIF(r i,t,N ) as N=40.
In order to separate the autonomous shocks from the positive or negative shocks we exclude the successive shocks (a successive shock is one that occurs less than 10 days after an autonomous shock).
For each autonomous shock we calculate the post-shocks abnormal returns (AR i,t ) applying the formula:
Based on post-shocks abnormal returns we compute the Cumulative Abnormal Returns for the next 1, 2, 3, 4, 5 and 10 days as:
where
CAR , is the Cumulative Abnormal Returns of the index i for the next λ days that follow an autonomous shock from a day t.
We determine the Average Cumulative Abnormal Returns of the index i for the next λ days (
ACAR , ) as:
We test, for each autonomous shock, the significance of Average Cumulative Abnormal Returns by employing t-statistics. The results of the tests serve us to classify the after shock behaviors of returns into three categories: -Overreactions, when a positive shock is followed by significant negative abnormal returns or when a negative shock is followed by significant positive abnormal returns; -Underreactions, when a positive shock is followed by significant positive abnormal returns or when a negative shock is followed by significant negative abnormal returns;
-Efficient reactions, when we don't find significant positive or negative abnormal returns after an autonomous shock.
EMPIRICAL RESULTS
The Table 1 presents the positive and negative shocks of the Romanian capital markets before the global crisis. The small number of shocks in the case of BET NG and BET XT is explained by the fact that two indexes appeared in 2007. For the other three indexes of BET market the number of shocks and shocks amplitudes are compared to those from RASDAQ market. 
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-4.53159 (-9.15519***) Notes: t-statistic appears in parentheses; ***, **, * mean significant at 0.01, 0.05, and 0.1 levels, respectively
In the Table 2 there are presented the shocks that occurred during the global crisis. The results suggest that for two indexes of RASDAQ market, RAQ I and RAQ II, the negative shocks were more consistent in comparison with other indexes. 
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-8.31704 (-13.3913***) Notes: t-statistic appears in parentheses; ***, **, * mean significant at 0.01, 0.05, and 0.1 levels, respectively
The cumulative abnormal returns that followed a positive shock before the global crisis are presented in the Table 3 . Four of the five indexes of BET market underreacted: BET and BET C for the second day after the shock, BET F1 for a period that includes the first three days and also for the fifth day, BET NG for the fourth day. For the last index, BET XT efficient reactions occurred. From the RASDAQ market, the first two indexes: RAQ C and RAQ I experienced efficient reactions while the third, RAQ I, overreacted. t-statistic appears in parentheses; ***, **, * mean significant at 0.01, 0.05, and 0.1 levels, respectively
The Table 4 exhibits the cumulative abnormal returns that followed a negative shock before the global crisis. The results indicate only efficient reactions excepting the index RAQ I which experimented an underreaction five days after the shock. 2.4551 (1.19925) Notes: t-statistic appears in parentheses; ***, **, * mean significant at 0.01, 0.05, and 0.1 levels, respectively
The cumulative abnormal returns that followed a positive shock during the global crisis are presented in the Table 5 . From the BET market only an index, BET F1, overreacted for a period that included the third and the fourth day after a shock. The rest of the four indexes experienced efficient reactions. All the three indexes of RASDAQ market overreacted: RAQ C for the fourth day after a shock, RAQ I for the tenth day after a shock and RAQ II for the fifth and the tenth day after a shock. The Table 6 presents the cumulative abnormal returns that followed a negative shock before the global crisis. Two indexes of the BET market overreacted: BET for the fourth and fifth days after a shock and BET C only for the fourth day after a shock. Another index, BET F1, underreacted for the tenth day after a shock while the rest of two indexes, BET NG and BET XT experienced efficient reactions. Two of the RASDAQ market indexes, RAQ C and RAQ II reacted efficiently while the other index, RAQ I, overreacted for a period from the second to the fourth day after a shock. 
CONCLUSIONS
In this paper we investigated the short term opportunities for momentum and contrarian profits on BSE. We identified these opportunities based on the analysis of the reactions to shocks of eight main indexes of BSE. The results revealed different behaviors after shocks that could be linked to the size effect and to the recent global crisis.
Before the global crisis, most of the BET market indexes underreacted after positive shocks generating opportunities for momentum profits. Instead, for RASDAQ market a single index overreacted causing opportunities for contrarian profits, while the other two indexes reacted efficiently. In the same period of time, we found no opportunities for momentum and contrarian profits on BET market after negative shocks since all indexes reacted efficiently. We found, instead, that an index of RASDAQ market underreacted generating opportunities for momentum profits.
During the global crisis, our investigation revealed opportunities for contrarian profits after positive shocks for a single index of BET market (BET-FI) and for all three indexes of RASDAQ market. In the case of negative shocks we found opportunities of contrarian profits for two indexes from BET market and an index from RASDAQ market, while for BET-FI results indicate opportunities for momentum profits.
The different reactions from the two components of BSE could be explained by the fact that the main actors on BET market were foreign investors which, instead, don't find attractive the RASDAQ market. The global crisis induced significant changes on investors' behaviors in the presence of shocks on the markets. For some indexes the pessimism of investors led to a replacement of momentum profits opportunities with contrarian profits opportunities. In that period of time the stock prices reactions of the investment funds (reflected by the index BET-FI) were opposite to the stock prices from other industries. This investigation could be extended to the study of events that provoked shocks on BSE.
